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Report of Indian Planning Commission 


A five-year development plan, envisaging an outlay 
equivalent to US$3,765 million, was released on July 10 
by India’s Planning Commission, which had been set 
up in March 1950 under the chairmanship of Prime 
Minister Nehru. The plan covers an expenditure of 
$3,135 million for restoring the prewar availability of 
essential consumer goods, and $630 million for ensuring 
a higher rate of development. For the first part, the total 
planned expenditure of the Central Government is $1,542 
million, and the share of the States is $1,593 million. 
The Commission urges that this part of the plan be im- 
plemented at all costs; the second part could be taken up 
if sufficient external assistance should become available. 
Priority is given to programs already begun, such as 
providing for the rehabilitation of displaced persons, in- 
creasing production of food and raw materials over a 
relatively short period, implementing schemes for devel- 
oping material and technical resources and enlarging 
the scope of employment, consolidating progress already 
made in social services, and providing for a more rapid 
rate of development in the less developed States. The 
principal emphasis is on agriculture and irrigation. The 
distribution of estimated outlay for the first part of the 
Plan (based on internal resources only) is as follows: 


Central Government States Total 
(million U.S. dollars) 


Agriculture and rural development 38 365 403 
Irrigation and power 370 576 946 
Transport and communications 650 165 815 
Industry 158 54 212 
Social services 114 420 534 
Rehabilitation 166 re 166 
Miscellaneous 46 14 60 











1,542 1,593 3,135 


The irrigation and power projects are calculated to 
irrigate an additional area of 8.7 million acres by 1956 
and to provide additional power of 1.1 million kilowatts. 
A program is outlined for the development of the main 
industries in the country, and for large-scale expenditure 
on cottage and other small industries. Provision also is 
made for the development of railways, roads, shipping, 
and civil aviation. The railway program is primarily one 
of rehabilitation, to restore prewar standards of opera- 
tion efficiency. The shipping program aims at the ex- 
pansion of tonnage in both coastal and overseas trade. 

Central Government resources for financing the first 
part of the plan are expected to total $1,346 million and 
resources to be collected from the States are estimated at 
$1,451 million, to be obtained in part from increased 


land and estate duties and other taxes. When account 
is taken of the resources likely to become available 
through the food loan from the United States and 
through the aid offered by Canada and Australia under 
the Colombo Plan, there is the possibility of deficit 
financing if further external assistance is not available. 
The outlay contemplated in the plan is about $210 mil- 
lion more than the outlay over the six years of the 
Colombo Plan. 

To meet the central problem of inequalities of income 
and wealth, the Commission suggests the abolition of the 
Zamindari system (the Indian landlord system), fixation 
of fair rents for tenants, provision of security tenure for 
cultivators, progressive development of organized credit 
to replace usury, stringent measures against tax evasion, 
ploughing back industrial profits into industries, en- 
couragement of small savings, and imposition of death 
duties. The objective of price policy for the next few 
years is to be the prevention of a further rise in prices, 
and maintenance of parities between such prices as those 
of foodgrains and commercial crops. The impact on 
domestic prices of the deficit financing of development 
schemes might be moderated to some extent by the use of 
sterling balances. A sharp reduction of black market 
prices and the availability of ample supplies at controlled 
prices are essential prerequisites to decontrol. India’s 
food problem, according to the Commission, is not a 
temporary disequilibrium between supply and demand, 
but is due to the continually growing pressure of the 
population. During the next few years, annual imports 
of 3 million tons of foodgrains should be planned for 
and, in exceptional years, they might have to be even 
larger. The Commission suggests monopoly procurement 
and urban rationing as minimum measures in all States, 
and recommends a reserve of one million tons to meet 
emergencies and to influence prices. 

The Commission rejects nationalization of land as 
impracticable, and states that the solution to the problem 
of individual agriculture lies in the direction of coopera- 
tive cultivation. It recommends cooperative village man- 
agement as the ultimate objective, and the reorganization 
of agriculture with the village as a unit of land manage- 
ment, all the land of a village being treated as a single 
farm. In such cases, however, the rights of ownership 
are to be recognized and compensated for through owner- 
ship dividends to be paid at each harvest. For the im- 
mediate program, the Commission suggests the establish- 
ment of village production councils and registered farms, 
and the promotion of cooperative farming societies. For 
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agricultural workers (who comprise about a third of 
the rural population), the immediate application of a 
Minimum Wage Act, preference for cooperatives of land- 
less workers in the settlement of all newly reclaimed land, 
and a progressive social welfare policy are recommended. 
The Commission recommends a bill for the development 
and control of industries, and suggests the setting up of 
Development Councils—one for each important industry 
—charged with the task of recommending production 
targets, suggesting norms of efficiency, recommending 
measures for improving the working of industry, and 
helping to devise a system of distribution which would 
satisfy the consumer. The Commission also recommends 
the formation of a National Development Council, 
through which the Prime Minister of India and Chief 
Ministers of States can review from time to time the 
working of the plan. 

A free flow of foreign capital is welcomed, particu- 
larly because it would ensure a supply of capital goods 
and technical know-how and make it possible to utilize 
foreign patented processes. However, foreign investment 
in the form of equity capital is preferred. The State will 


Revision of World 1950-51 Coffee Production Forecast 

World exportable coffee production in the 1950-51 
crop year is now estimated at around 30 million bags, 
compared with an early season forecast of 28.4 million 
bags. In 1949-50, exportable production amounted to 
29.3 million bags; in 1948-49, it was 30.6 million bags; 
and the prewar annual average was 35 million bags. With 
output for domestic consumption estimated at 8.4 mil- 
lion bags, total production in 1950-51 is expected to be 
38.4 million bags. 

Information available indicates that world exportable 
coffee production in 1951-52 will approach 33 million 
bags. Some improvement in supply is in prospect, but 
there is no indication of a surplus in the immediate fu- 
ture. The recovery of the European coffee market, 
normal population growth, and increased per capita con- 
sumption, are among the factors which are expected to 
cause a substantial increase in demand. Although pro- 
duction costs are increasing, present coffee prices are 
sufficiently high to encourage greater production, and 
an expansion of output is under way in a number of 
countries. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., July 16, 1951. 


Europe 


U.K. Trade Deficit 

U.K. imports increased to £360 million in June, while 
exports fell to £200 million and re-exports to £9 million, 
leaving a trade deficit of £151 million. The total trade 
gap for the first halt of the year amounted to £555 mil- 
lion, or nearly twice the figure for the whole of 1950. 
Invisible receipts will make up some of this deficit, but 
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be unable to make large investments directly in industry, 
but such investments as can be made should be devoted 
to new lines urgently needed and to the expansion of 
enterprise already under public ownership and manage- 
ment. The private sector will thus continue to play an 
important part in production and distribution. 

The Plan provides for an expenditure of $166 million 
over three years on rehabilitation. The Commission esti- 
mates that probably four fifths of the displaced persons 
from West Pakistan and one half of those displaced 
from East Pakistan have been more or less absorbed in 
the economy. It expresses anxiety, however, over the 
unwillingness of many to move to States other than West 
Bengal. 

The Commission considers family planning as a vital 
step in economic and social planning and calls for edu- 
cation of public opinion on the need for a limitation of 
numbers. The establishment by the Government of in- 
formation and research centers for this purpose is 
recommended. 


Source: Embassy of India, India News Bulletin, Wash- 
ington, D. C., July 12, 1951. 


it has already been officially acknowledged that the 
over-all balance for the first six months of 1951 will show 
some deficit. 


Source: The Times, London, England, July 14, 1951. 


U.K. Position in EPU 

In June the United Kingdom had, for the second 
consecutive month, a deficit in EPU. It amounted to 
51.7 million units, or nearly twice the May figure of 
27.1 million. These figures reflect the payments rela- 
tions of continental OEEC countries with the United 
Kingdom itself and with the rest of the sterling area, 
and also their sterling transactions with other countries. 
It is not clear to what extent the deficits were caused 
by trade relations with the United Kingdom or were 
due to reduced purchases and lower prices of sterling- 
area raw materials. The next few settlements are likely 
to reflect the seasonal U.K. imports of fruit, vegetables, 
and other commodities from the Continent, and larger 
tourist expenditures, so that the deficits may continue 
for a while. The British credit position in the Union’s 
books is still large, however, amounting to £104 million. 
Source: The Times, London, England, July 17, 1951. 


French Output Targets 

The French Minister of Economic Affairs has stated 
that raw material imports will have to be increased by 
20 per cent over the present level if output at the end 
of 1952 is to be 80 per cent greater than the 1938 
average. Output at present is 40 per cent above that 
in 1938; it should be raised to 50 per cent by November 
1951, 70 per cent by the spring of 1952, and 80 per cent 
by November 1952. Such a level of activity would allow 
France to meet the requirements of reconstruction, mod- 
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ernization, rearmament, and some increase in the stand- 
ard of living. 
After improvement in late 1950, output leveled off for 
several months, failing to show the customary large 
seasonal increase in May and June. An increase in the 
index to 150 (1938=100) in November this year 
would mean an annual index of 135 for 1951, i.e., 2 per 
cent more than in 1929 and 4 per cent higher than the 
official government forecast in the budget presented in 
January 1951. 
Sources: Le Monde, Paris, France, July 6, 1951; The 
Financial Times, London, England, July 7, 1951. 


Price Decreases in the Netherlands 

Trade in textiles, clothing, and shoes is suffering from 
a widespread depression in the Netherlands. The large 
department stores are engaged in active competition and 
are offering alluring prices and sales. For example, it 
is reported that in Amsterdam one of the men’s clothing 
stores gives a pair of trousers to every buyer of a vest; 
and in Rotterdam a store gives a dress to every woman 
who buys a coat. These are only a few examples of a 
falling market, which is expected to become still more 
attractive to the public when the regular summer sales 
start. 

The sharp competition in textiles and shoes is ascribed 
to the excessive buying by consumers, which followed 
the beginning of the war in Korea. Tradesmen, who 
expected rising prices, renewed their stocks, so that 
inventories at the beginning of the season were high. 
But the market was saturated and tradesmen became 
short of money with which to pay their creditors. More- 
over, money was made scarce by the policy of the 
Netherlands Minister of Finance. 

The repercussions are being felt in the textile and shoe 
manufacturing industries, in which production has 
dropped considerably during the last few weeks. In 
order to improve the situation in these industries, the 
Government has announced its intention to speed up the 
placement of military orders. 

Sources: Le Monde, Paris, France, July 10, 1951; Neue 
Ziircher Zeitung, Ziirich, Switzerland, July 18, 
1951. 


Long-Term Interest Rate in Switzerland 

The effective interest rate on Swiss Federation loans 
has risen from 2% per cent in June 1950 to the present 
3 per cent. This reflects the contraction of the money 
market, which is indicated by the decrease in balances 
with the Swiss National Bank, from Sw fr 2,202 million 
(US$504 million) on June 30, 1950 to Sw fr 1,810 mil- 
lion (US$414 million) on June 30, 1951. 
Source: Agence Economique et Financiére, Brussels, Bel- 

gium, July 5, 1951. 

Norwegian Price Policy 

The Economic Coordination Council, an advisory 
commission to the Norwegian Government, which con- 





sists of representatives of government, labor, farmers, 
manufacturing industries, and shipping, has recom- 
mended that funds be appropriated for financing a 
system of discounts or grants to families with children. 
The Government had asked the Council to recommend 
an economic policy which would make it possible to 
prevent a further rise in wages. Wages are governed 
by an escalator clause determined by the cost of living 
index; it would therefore be necessary that any pro- 
posed system be accepted as a wage adjustment. 

According to the Council, the effects of price increases 
could be met more quickly by a system of discounts than 
by an extension of the present subsidy system. The 
next adjustment of wages would be based on the Sep- 
tember cost of living index which, according to estimates 
of the Price Directorate, will reach 127.9 (1949 = 100), 
or 13 per cent above the index in March 195], and will 
necessitate a 10 per cent increase in wages; if the cost 
of living index could be lowered to 119.9, however, the 
escalator clause would not take effect. 

Under the present wage agreement, a system of dis- 
counts would not directly affect the cost of living index, 
but the Council recommends that the agreement be 
changed to that effect. The cost of a system of discounts 
for children under 16 years of age would be some 
NKr 36 million (US$5 million) for each point decrease 
of the cost of living index. According to the Price 
Directorate, it would be necessary to lower the index 
by 8 points, which would mean a cost of some NKr 290 
million. This would be in addition to the present sub- 
sidies which for the fiscal year 1951-52 are estimated at 
NKr 600 million or some 20 per cent of the Government’s 
total expenditure. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 9, 1951. 


Swedish Study of Stabilization of the Krona 


The Swedish Ministry of Finance has set up a com- 
mittee to study, over a period of 11% to 2 years, the 
possibilities of maintaining a constant value of the krona 
under conditions of full employment. First, the reasons 
for aiming at a constant value for the krona will be 
studied, and this objective will then be considered in 
relation to other aims of the Government’s economic pol- 
icy with which it might conflict. 

The international factors that influence Swedish prices 
will be studied theoretically as well as statistically, and 
an investigation will be made of the possibilities of 
neutralizing or slowing down the effects of these foreign 
factors through foreign exchange policy, monetary pol- 
icy, and price subsidies. Another major task will be to 
analyze the changes in wages within various industries 
and to study how economic-political measures affect 
them. 


Source: Svenska Dagbladet, Stockholm, Sweden, June 
28, 1951. 
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Tax Reforms in Greece 

The Greek Minister of Finance has announced that, in 
view of the administrative difficulties likely to arise from 
the immediate institution of a unified graduated income 
tax, introduction of this basic reform has been postponed 
until the fiscal year 1952-53. For the interim period, 
however, various tax measures, within the framework 
of the existing tax system, have been decided upon; they 
are intended to simplify and make the system more just 
and effective. The new measures entail, in certain in- 
stances, significant reductions in tax rates. This is 
regarded as a step toward improving the situation of 
low and middle income groups and also making tax 
rates on higher incomes more realistic. It is hoped that 
taxation of high incomes at more reasonable rates, 
coupled with other administrative measures, will help 
to prevent tax evasion. The Government is also con- 
sidering the abolition of certain taxes which, because 
of their low yield, are a burden to the budget. 

The broad lines of the tax measures are reported as 
follows: (1) Rates of the so-called “analytical” taxes 
(i.e., taxes on incomes from specified sources, such as 
rentals, dividends, etc.) are placed on a sliding scale 
instead of being uniform as heretofore. This measure 
applies to incomes from each source up to 60 million 
drachmas a year (US$4,000), which are to be taxed on 
the basis of a graduated rate starting from 15 per cent 
instead of the previous rate of 30 to 40 per cent. At 
the same time, the maximum rate of the “synthetic” tax 
(i.e., tax on total net income from all sources after 
payment of “analytical” taxes) will be lowered by 20 
percentage points. (2) Tax rates are unified and sim- 
plified; no additional charges for the benefit of the 
Government or any third party are to be imposed. The 
extraordinary “war contribution” is abolished as of 
July 1, 1951. (3) Drastic measures are adopted against 
tax evasion by groups in the upper income brackets. 
(4) Measures are introduced to assure secrecy of tax- 
ation data. 


Source: To Vima, Athens, Greece, June 7, 1951. 


German Industrial Production 

The index of total industrial production in Western 
Germany rose from 132 (1936 = 100) in April to only 
133.5 in May, thus revealing a distinct slowing-down of 
the advance in previous months, when the index rose 
from 117 in January to 124.5 in February and 128 in 
March. The level reached in May exceeded that of 
May 1950 by 28 points. 

Production results in individual branches of industry 
confirm the fact that there was no general increase in 
May. The rise was confined to a few industries—such 
as the construction industry, nonferrous metals (largely 
aluminum) production, and machine-building—where it 
was due largely to seasonal and other special factors. 
Other branches of industry showed either stagnation or 
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retrogression. In particular, coal output dropped by 2 

per cent and iron and steel production remained sta- 

tionary. The output of consumer goods decreased by 

5 per cent, reflecting reduced effective demand by con- 

sumers and retailers. 

Source: Handelsblatt, Diisseldorf, Germany, June 25, 
1951. 


Middle East 


Final Egyptian Budget Figures 

Egypt’s financial year 1949-50 closed with an actual 
deficit of LE10.4 million, compared with an estimated 
deficit of LE29.7 million. The deficit was met in part 
by using the remainder of the proceeds of the Palestine 
loan and in part by drawing upon the General Reserve 
Fund which, at the close of the year, amounted to 
LE80.2 million. The decrease in the deficit was due 
almost entirely to the non-utilization of the credits opened 
especially for “New Works.” Actual revenue exceeded 
the estimates by only LEO.8 million. 
Source: Economic Bulletin of the National Bank of 

Egypt, Vol. IV, No. 1, 1951, Cairo, Egypt. 


Egypt’s Barter Deals 


Egypt has signed barter agreements with the U.S.S.R., 
Hungary, and Rumania covering exchanges valued at 
LE6.5 million (LE1] = US$2.87). Egypt will deliver 
150,000 kantars (one kantar = 99 pounds) of short 
staple cotton, mainly Ashmouni, and 60,000 tons of rice, 
against more than 147,000 tons of wheat (72,141 from 
the U.S.S.R., 65,000 from Rumania, and 10,000 from 
Hungary). The agreements were closed at the follow- 
ing prices: wheat, LE44 per ton; rice, $150-161 per 
ton, depending on quality; and cotton LE26 per kantar. 
Source: Al Ahram, Cairo, Egypt, July 10, 1951. 


Ad Valorem Duties in Israel 

According to an announcement of the Israeli Govern- 
ment, all imports except producers’ goods, food parcels, 
and goods financed by an allocation of foreign currency 
by the Ministry of Finance will henceforth be valued on 
the basis of market prices. This means that, for pur- 
poses of ad valorem duties, the goods enumerated will 
be valued at a rate of exchange of 36 piastres to the 
dollar, while all other goods will be valued at the rate 
of 71 piastres per dollar. The new valuations involve a 
de facto lowering of customs duties on the enumerated 
goods. 


Source: Business Digest, Haifa, Israel, July 5, 1951. 


New Israeli Bank 
The Palestine Corporation, Ltd. and the Palestine 
Economic Corporation have jointly established the Union 
Bank of Israel with a capital of I£1 million. 
Source: Far Eastern-Middle Eastern Letter, New York, 
N. Y., June 11, 1951. 
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Syrian Wheat Exports 


The Council of Ministers in Syria decided, at the 
middle of July, to ban all exports of wheat, flour, and 
other wheat products. The decision is reported to have 
been taken because of the current small wheat crop. 
The Government is anxious to combat domestically ris- 
ing prices and to ensure the country’s supply needs until 
the next harvest. 


Source: Le Commerce du Levant, Beirut, Lebanon, July 
18, 1951. 


lraqi Exports 

Iraq’s exports of animal products amounted to approxi- 
mately 1.4 million kilograms in April. This is the high- 
est level attained in the current year, and was caused 
mainly by favorable foreign markets for Iraqi wool 
which permitted exports of about 1.2 million kilograms. 
Almost half of the exports went to Lebanon, which has 
maintained its position as the leading purchaser of Iraqi 
products other than oil. 


Source: The Iraq Times, Baghdad, Iraq, June 1, 1951. 


Foreign Exchange Requirements of Iran 


The Government of Iran has undertaken two steps to 
ensure that adequate disposable foreign exchange will 
be available. It has requested Parliament to reduce 
temporarily the note cover requirements so as to set 
free £14 million for other uses. At present the Iranian 
currency has 100 per cent cover in gold and foreign 
exchange. This action would reduce the note cover to 
84 per cent. The sterling thus made available to the 
Government carries a limited convertibility and gold 
clause. 

A second measure proposed by the Government is the 
sanction of a loan of US$25 million to be contracted 
from the Export-Import Bank. This loan would be uti- 
lized exclusively for the purchase of agricultural and 
road-building equipment. The loan was negotiated sev- 
eral months ago and has been awaiting Parliamentary 
approval. 


Source: Ettéla’at, Teheran, Iran, July 16, 1951. 


Public Debt in Iran 


In a preamble to a financial bill submitted by the 
Government of Iran to Parliament for approval, the 
Government points out that the bill is intended as a 
precautionary measure against possible financial difh- 
culties which might arise if the present oil dispute con- 
tinues for any considerable length of time. The bill 
provides for a Treasury bond issue not to exceed 
Rls 2 billion (US$62 million). 


It would carry an 


interest rate of 6 per cent per annum and would be tax 
free. The bonds would be of Rls 200 denomination, 
bearer and transferable, to mature 24 months after 
date of issue. At the date of maturity the bonds would 
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be accepted by the Government for all kinds of payments 
due it. The bonds would be issued in four series of 
Rls 500 million each. The debt would be repaid from 
future oil income. 

This is the first time that government bonds have 
been offered to the Iranian public rather than to the 
banking system. It is hoped that, apart from providing 
the Government with its financial requirements, it will 
set a precedent for future flotations, which will provide 
the public with an appropriate means of saving. 
Source: Ettéla’at, Teheran, Iran, July 16, 1951. 


Far East 


Tax Rates in Ceylon 

Ceylon’s profit and income tax rates are being increased 
as a result of the large profits made by the export indus- 
tries. The profit tax rate is to be raised from 20 to 
25 per cent; the income tax rate for resident companies 
from 28 to 30 per cent; and that for nonresident com- 
panies from 34 to 36 per cent. Investment in govern- 
ment sponsored corporations is to be exempted from 
taxation for the first three years. Designated industrial 
undertakings started after April 1, 1951 will be taxed 
only on profits exceeding 5 per cent for the first three 
years. 


Source: The Financial Times, London, England, July 13, 
1951. 


Hong Kong Trade 


For the first quarter of 1951, Hong Kong’s foreign 
trade amounted to HK$2,882 million (US$497 million), 
which was almost 90 per cent above the figure for the 
same period in 1950. The direction of trade changed 
in many respects. China still took the lead, but Malaya 
rose from fourth to second place; Japan was third in- 
stead of seventh; the United Kingdom took fourth place 
instead of third, despite an increase in the volume of 
trade; and the United States shifted to fifth instead of 
second. 

In trade with China, the greatest increase was in trade 
with South China where the total turnover of HK$550 
million was nearly six times that in the first quarter 
of 1950. Imports were HK$116 million and exports 
were HK$434 million, compared with HK$35 million 
and HK$62 million, respectively, in January-March 1950. 
Source: Far East Economic Review, Hong Kong, May 

10, 1951. 


Taiwan’s Foreign Trade 


The Bank of Taiwan reported that for the first half 
of 1951 Taiwan had a favorable trade balance of about 
US$21 million. The Bank handled export receipts of 
US$57 million. Exports were mainly sugar, tea, and 
bananas. Foreign exchange sold in payment of imports 
during the same period totaled US$36 million. Imports 
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from foreign countries consisted chiefly of metals, hard- 

ware, and machinery equipment. Taiwan’s principal 

trade partner was Japan. 

Source: The Central Daily News of Taiwan, New York, 
N. Y., July 6, 1951. 


Japan Admitted to World Wheat Agreement 

Under a resolution of June 14 of the Wheat Council, 
Japan has been granted participation in the World Wheat 
Agreement. The quota of wheat imports assigned to 
Japan for 1951-52 is 500,000 tons, which is much smaller 
than the 1,200,000 tons requested by Japan. The total 
amount of wheat scheduled to be imported by Japan 
during the year July 1950 to June 1951 was 1,658,000 
tons. 

The admission to the Wheat Agreement may mean 
substantial savings for Japan, since the c.i.f. price of 
wheat allocated by the agreement will be no more than 
$81.50 per ton, whereas the current international price 
is nearly $110. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, May 19, 1951, and Asahi 
Shimbun, June 16, 1951, Tokyo, Japan. 


Indonesian-Japanese Trade Pact Extended 

An extension of the trade agreement between Japan 
and Indonesia, which expired on June 30, 1951, provides 
for exports worth US$40 million from Japan to Indo- 
nesia, and imports worth US$30 million from Indonesia. 


During the period July 1950 to April 1951, Japan’s ex- 

ports to Indonesia amounted to US$64 million and 

imports from Indonesia were US$26.7 million. Most of 

the exports were textiles, and the imports were primarily 

crude rubber. 

Source: Aneta News Bulletin, New York, N. Y., July 21, 
1951. 


United States and Canada 

U.S. Gold Sales 

Net sales of gold by the United States to foreign govern- 
ments and central banks amounted to only $55 million 
in the second quarter of 1951, in contrast to $880 mil- 
lion in the first quarter and $1,729 million during the 
calendar year 1950. The bulk of the decline in gold 
sales was accounted for by the United Kingdom, Mexico, 
and France. 
Source: Treasury Department, Press Release, Washing- 


ton, D. C., July 18, 1951. 
U.S. Controls of Imported Steel 


The U.S. Government has relaxed its regulations to 
permit metal fabricators who import foreign-produced 
steel to use it in addition to their quarterly quotas under 
the Controlled Materials Plan. Previously the importa- 
tion of foreign steel required a reduction in the quotas 
allowed for domestic steel. 

Source: The Journal of Commerce, New York, N. Y., 
July 18, 1951. 
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U.S. Copper Supply Outlook 

By the end of this year the distribution of all U.S. 
copper supplies is expected to be controlled by the Na- 
tional Production Authority. Defense production will 
be absorbing over 20 per cent of the total supply by 
that time in contrast to 12 per cent early in 1951. Indi- 
cations are that civilian demands for copper will settle 
at a lower level than in the immediate pre-Korea period, 
owing to a decline in sales of consumer durable goods. 
Domestic expansion programs have been lagging, but a 
moderate increase in copper production can be expected 
by 1952. A recent agreement with Chile provides for a 
rise in Chilean copper output, the bulk of which will be 
shipped to the United States. Partly offsetting this rise 
will be a decline in imports from other countries, since 
prices in world markets are higher than those in the 
United States and the use of copper by other rearming 
countries has increased. 
Source: The Journal of Commerce, New York, N. Y., 

July 13, 1951. 


U.S. Military Procurement in Canada 

U.S. Defense Secretary Marshall has authorized pur- 
chases of military equipment and supplies in Canada at a 
maximum rate of US$300 million per annum; the previous 
limit had been US$100 million per annum. This action 
is expected to restore the balance between Canadian de- 
fense procurement in the United States and U.S. procure- 
ment in Canada. 
Source: The Globe and Mail, Toronto, Canada, July 13, 

1951. 


Housing in Canada 

The number of dwellings completed in Canada during 
the first five months of this year was 9 per cent greater 
than in the same period of 1950, although new starts were 
down by 4 per cent. General building material supplies 
were adequate during the first quarter, but construction 
costs were up sharply from a year ago. The combined 
index of wholesale prices of building materials and 
hourly wage rates for construction workers rose 18 per 
cent between April 1950 and April 1951. 
Source: Central Mortgage and Housing Corporation, 

Press Release, Ottawa, Canada, July 19, 1951. 


Latin America 


First Anniversary of Central Bank of Honduras 

Mr. Roberto Ramirez, President of the Central Bank of 
Honduras, stated on the Bank’s first anniversary that in 
one year its assets had tripled from about 14 million 
lempiras to over 43 million lempiras. One major accom- 
plishment has been the centralization of international 
reserves, which has insured their most effective use for 
the development of the country. Other important ac- 
complishments under the new banking legislation have 
been the adjustment of the exchange rates and the elimi- 
nation of exchange controls, which have benefitted foreign 
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trade, led to the liquidation of payments arrears, and 
permitted Honduras to live up fully to its international 
commitments in this respect. The Central Bank has been 
retiring gradually the various foreign currencies pre- 
viously circulating in Honduras, and since its inception 
has put about 9 million new lempira notes into circula- 
tion. It also has, with marked success, come to the 
assistance of the small gold producers of the country. 
Another important attainment has been the liberalization 
of productive credit at the same time that inflationary 
expansion was curbed. Interest rates have been reduced, 
and for the first time effective credit facilities have been 
extended to small farmers and industrialists since the re- 
discount operations of the Central Bank have induced 
commercial banks to cease confining their lending activi- 
ties to urban areas. By converting their foreign exchange 
holdings and investments abroad, the commercial banks 
are in a far more liquid position than a year ago, their 
excess reserves having risen from 33 to 90 per cent. The 
President acknowledged the excellent cooperation between 
the Central Bank and the commercial banks in interpreting 
and implementing the new banking legislation and in 
devising effective operational methods and banking prac- 
tices. Although the Central Bank has so far had no credit 
operations with the National Government and only a few 
small transactions with municipalities for development 
projects, the one year in which it has acted as fiscal agent 
of the Government has already produced benefits in terms 
of improvements in budgetary policy. Mr. Ramirez noted 
that a substantial portion of the Central Bank’s budget 
has been devoted to economic research, including na- 
tional income and balance of payments work, to put the 
planning of economic and financial policies on a sound 
basis. 

Source: Address of the President of the Central Bank of 
Honduras at the Proceedings Commemorating 
the First Anniversary of the Institution, Teguci- 
galpa, Honduras, July 2, 1951. 


Colombia Contemplates Circulating Gold Coins 

The Ministry of Finance and the Banco de la Republica 
of Colombia are reported to be studying a project to 
authorize the minting of gold coins in denominations of 
5 and 10 pesos. The avowed purpose would be to assist 
the domestic gold mining industry. Presumably the gold 
coins would circulate freely, and any premium over their 
face value would be returned to the miners after deduction 
for minting charges. Current speculation is that the gold 
coins might be traded at as much as four times their face 
value. Some quarters suggest that platinum also should 
be sold freely, to assist platinum miners and to curb the 
black market in that metal. 


Source: El Tiempo, Bogota, Colombia, June 20, 1951. 


Bank of Brazil Annual Report 
The Annual Report of the Bank of Brazil, reviewing the 





progress made in 1950, notes the difficulties encountered 
in raising the level of agricultural production. Such out- 
put was only 5 per cent greater than in 1949. Although 
the area under cultivation increased, there was no in- 
crease in yield because of rudimentary techniques. The 
position of coffee, however, was favorable because of 
higher world prices. Satisfactory progress was also shown 
by wheat production. Industrial output continued to ex- 
pand, being aimed primarily at replacing imports. This 
was achieved in such industries as textiles and tires and 
tubes, and progress was made in such other industries as 
steel and cement, in which production exceeded imports. 

There was a favorable balance of trade of 4.6 billion 
cruzeiros, compared with a deficit of one-half billion in 
1949, but external reserves decreased from 6.3 billion 
cruzeiros to 4.7 billion, primarily because commercial 
arrears were paid off. The European devaluations affected 
certain regions producing about 20 per cent of total ex- 
ports. These products were therefore marketed by means 
of special arrangements which were later eliminated. The 
values of both exports and imports were at record levels. 
Some 42 per cent of imports were capital equipment, 26 
per cent were raw materials, and 17 per cent foodstuffs. 

The inflationary trend was accelerated during 1950. 
The federal budget showed a deficit of 4.3 billion for the 
year. The Government met its needs by borrowing from 
the Bank of Brazil. New currency issued through the 
Rediscount Department of the Bank of Brazil increased 
by 30 per cent, to 7.2 billion cruzeiros. The Rediscount 
Department loaned the Bank of Brazil 6.5 billion, all of 
which was to meet, directly or indirectly, the government 
needs. The increase in the note issue was accompanied by 
an increase in deposits and loans. Registered foreign 
capital totaled the equivalent of 25.1 billion cruzeiros at 
the end of the year. 

Loans by the Bank of Brazil increased 14 per cent, 
from 32 billion cruzeiros to 36.6 billion. Of total loans, 
64 per cent was to the Government and government enti- 
ties and banks, and 36 per cent was to businesses and 
individuals. Net profits for the year were 85 million 
cruzeiros. The number of Bank personnel increased to 
12,405 and at the end of the year the Bank had 281 
branches, including two abroad. 


Source: Bank of Brazil, Annual Report 1950, Rio de 
Janeiro, Brazil. 


Dollar Quotations in Uruguayan Free Market 

The news of a probable cessation of hostilities in Korea, 
together with the seasonal decline in exports and con- 
tinued high imports into Uruguay, have had a pronounced 
impact on dollar quotations on the Uruguayan free ex- 
change market. After being stable at about 2.15 pesos 
per dollar for a few months, the free market dollar rate 
began to rise on June 22 and by the end of the month it 
was 2.30 pesos per dollar. On July 2 it rose to 2.35 
pesos, that is, the same level as the highest preferential 
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buying rate for minor exports. In order to slow down 
the rise, the Banco de la Republica has been supplying 
dollars to the free market, although in small amount. 
Before the Korean war, the free market rate for the 
dollar stood at about 2.60 pesos; it then decreased to 
1.88 pesos on February 9, 1951, the lowest rate since 
1947. This decline was due largely to an influx of “hot” 
money. 


Source: El Pais, Montevideo, Uruguay, July 3, 1951. 


Wool Trade in River Plate Area 

Total wool exports of Argentina and Uruguay for the 
season through March 31, 1951 were 269 million pounds, 
compared with 274 million in the same period last year. 
The decrease was due to a decline in Argentine exports, 
from 216 million pounds in 1949-50 to 137 million in 
1950-51. 
pounds to 132 million. Argentine exports of wool to the 


Uruguay’s exports rose from 57.5 million 


United States were about half those in the preceding 
season, while Uruguayan wool exports to the United 
States more than doubled. 

The decline in the Argentine exports was due, in the 
first place, to a reduction in exportable supplies because 
of a smaller carryover. In the second place, the Argentine 
Government has refused to grant export licenses at the 
lower prices prevailing since mid-March. Wool stocks 
which had amounted to 300,000 metric tons at the be- 
ginning of the 1949-50 season totaled 230,000 metric tons 
at the beginning of the 1950-51 season; after domestic 
industrial needs had been met, stocks available for export 
amounted to 170,000 metric tons. The exportable surplus 
at present is about 65,000 tons. 

In Uruguay, production of wool increased and unsold 
stocks carried into the new season were also larger than 
in the previous year. In the 1949-50 season, exports 
were small because of a strike of wool handlers at the 
ports. The large quantity of wool exported during the 
current year, however, has left very little on hand for 
export during the remainder of the season. 

Sources: The South American Journal, London, England, 
July 7, 1951; Department of Agriculture, For- 
eign Crops and Markets, Washington, D. C., 
July 16, 1951. 


Other Countries 


Anti-Inflationary Policies in Australia 

The Australian weekly basic wage is to rise by an 
average of 13s. in August as a result of further increases 
in the cost of living. This is equivalent to an increase of 
nearly 714 per cent. During the last 18 months the basic 
wage has risen from £A6-14-0 to £A9-9-0. Immediately 
after the announcement the price commissioners of the six 
states pegged the prices of all controlled goods and serv- 
ices at current levels, and warned that the area of price 
control might be extended if prices should rise to un- 
warranted levels. 
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A conference of Federal and State ministers, which 
business and labor interests will also attend, is to be held 
in Sydney on July 30, to consider anti-inflationary meas- 
ures. This will be followed by a meeting of the Loan 
Council in August at which the operation of central bank 
credit policies will be considered. The Prime Minister has 
said that the State Premiers will be informed that central 
bank credit can no longer be used to finance public works 
programs. 

The Prime Minister has announced that the Govern- 
ment will budget for a surplus in 1951-52. This is ex- 
pected to entail heavier direct and indirect taxation. In 
addition, the immigration program is to be cut back, 
probably by a quarter. Net immigration, which is con- 
sidered to be an important cause of the inflationary 
pressure, was over 150,000 in 1950 and is running at a 
higher rate this year. Commonwealth public works, other 
than the Snowy River Scheme, are likely to be cut dras- 
tically and all public development projects are to be 
examined with a view to concentrating on the most urgent. 
It is also proposed to reduce the number of Common- 
wealth civil servants to 10,000 and to cancel the 40 per 
cent depreciation allowances on investment in new in- 
dustries. Other proposals include new and more selective 
capital issue regulations and legislation to control hire 
purchase and deferred payment schemes. 


Sources: The Times, July 18, 19, 20, and 21, 1951, and 
The Financial Times, July 20, 1951, London 
England. 

Bahamas Tourist Trade 

According to the British Secretary of the Colonies, the 


number of tourists in the Bahamas increased from 18,800 ~ 


in 1948-49, to 20,800 in 1949-50, and to 37,500 in 1950- 
51. The dollar earnings from American travelers during 
the same period were estimated at $6 million, $7 million, 
and $9 million, respectively, with an expected $10 million 
in 1951. 


Source: Weekly Hansard, No 32, Column 2285, London, 
England, June 13, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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